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THE  BOSTON  CITY  BUDGET  AT  THE  THREE  QUARTER  MARK 

Lack  of  a certified  tax  rate  and  the  Mayor's  utilization  of  his  budget  reallocation 
authority  have  resulted  in  perpetually  changing  City  departmental  budgets  during  the 
first  nine  months  of  the  year.  Without  a tax  rate  identifying  revenue  limits,  the  Mayor 
and  City  Council  have  increased  the  appropriations  of  23  departments  by  $12.5  million 
since  the  City  budget  was  initially  approved  last  fall.  In  addition,  the  Mayor  has 
taken  surpluses  of  $1.7  million  from  18  departments  and  reallocated  $1.4  million  to 
eight  other  departments.  Even  with  these  changes  the  Bureau  projects  that  spending  by 
City,  County  and  Hospital  departments  could  exceed  current  appropriations  by  $27  million. 
Most  of  it  will  be  for  personal  services.  The  new  quarterly  allotment  system  is  working 
to  identify  potential  overspending  for  personnel  and  force  City  officials  to  take  action. 
In  the  third  quarter  seven  departments  exceeded  their  allotments  by  an  aggregate  of 
$1.9  million  and  for  each  the  Mayor  approved  a waiver.  The  fourth  quarter  will  cer- 
tainly test  the  allotment  system's  effectiveness  in  controlling  spending. 


The  Mayor's  original  FY1983  City  departmental  budget  of  $266.5  million  was  $58.6 
million  over  last  year's  total.  Following  the  Bureau's  suggestion,  the  City  Council 
made  initial  cuts  of  $13.7  million.  However,  over  the  months  the  Mayor  has  submitted 
additional  appropriation  requests  of  which  the  Council  has  approved  $12.5  million.  That 
reduced  the  net  Council  cut  to  only  $1.2  million  or  0.4%  less  than  the  Mayor's  original 
recommendation.  Of  the  added  money,  $3.5  million  restored  Council  cuts  and  $9.0  million 
represents  spending  for  new  programs.  These  additional  appropriations,  plus  a Mayoral 
reallocation  of  $415,000  from  the  County  budget,  bring  the  current  City  departmental 
appropriation  to  $265.7  million,  an  increase  of  $57.8  million  or  28%  over  last  year. 
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The  Health  and  Hospitals  Department's  appropriation  of  $102.8  million  equals  the 
Department's  initial  revenue  estimates  for  this  year.  The  Suffolk  County  budget  of 
$16.2  was  not  cut  by  the  City  Council.  However,  the  Mayor  reallocated  $415,000  from 
County  pensions  to  reduce  the  total  appropriation  to  $15.8  million. 

Projected  Deficit  Spending  - A Total  of  $27  Million 

Even  though  the  budgets  of  City  departments  have  increased  by  28%  this  year,  the 
Bureau  projects  the  spending  of  25  departments  will  exceed  current  appropriations  by 


about  $20  million.  Much  of  the  overspending  will  be  for  personal  services  since  salary 
increases  were  not  included  in  this  year's  budgets.  Despite  the  large  number  of  de- 
partments with  spending  problems,  the  bulk  of  the  deficit  stems  from  the  two  public 
safety  departments  and  three  non-departmental  accounts.  The  projected  Police  Depart- 
ment deficit  of  $7  million  and  Fire  Department  deficit  of  $5  million  are  partly  at- 
tributable to  retroactive  collective  bargaining  increases.  Other  significant  deficits 
are  projected  in  accounts  for  employee  health  benefits  ($3  million),  court  judgements 
against  the  City  ($2  million)  and  snow  removal  ($1  million) . 

The  Health  and  Hospitals  Department  may  spend  $6  million  in  excess  of  appropria- 
tions this  year.  Also,  revised  revenue  estimates  indicate  the  Department  will  likely 
generate  less  than  the  $102  million  initially  projected.  The  four  Suffolk  County  de- 
partments are  expected  to  incur  deficits  totaling  $1.4  million,  with  Penal  Institutions 
($800,000)  and  Court  [louse  Custodian  ($407,000)  having  the  biggest  problems. 

These  deficits  can  be  reduced.  Reduced  spending  is  one  answer  although  it  is  too 
late  in  the  year  for  cuts  to  have  a significant  impact.  The  Mayor's  authority  to  re- 
allocate funds,  which  is  explained  below,  could  reduce  the  deficit  by  $1.6  million  if 
surpluses  up  to  that  amount  exist  in  other  accounts.  In  addition,  general  obligation 
bonds  may  be  issued  by  the  City  later  this  year,  and  City  officials  may  be  planning  to 
use  a portion  of  the  proceeds  to  finance  departmental  equipment.  That  would  make  op- 
erational funds  earmarked  for  equipment  available  to  reduce  the  projected  deficits. 

If  parking  garages  were  sold  this  year,  the  revenues  freed-up  could  support  additional 
appropriations.  The  Bureau,  however,  believes  those  funds  should  be  used  only  for 
capital  expenditures.  Reducing  deficits  now  means  that  much  less  would  have  to  be 
raised  for  that  purpose  in  next  year's  tax  rate.  Consequently  more  funds  would  be  avail 
able  for  City  services. 

Quarterly  Allotments  For  Personnel  Spending 

This  last  quarter  of  FY1983  will  indeed  test  the  capability  of  the  new  quarterly 
allotment  system  to  control  personnel  spending.  The  Tregor  bill  established  the  allot- 
ment system  for  all  departments  including  the  Schools.  Whenever  the  City  Auditor  de- 
termines that  a department  will  exhaust  both  its  current  quarterly  allotment  and  any 
amounts  unspent  from  earlier  in  the  year,  he  must  notify  the  department  head,  the  Mayor 
and  City  Clerk.  Within  seven  days  the  Mayor  must  waive  the  allotment  and  reduce  the 
subsequent  quarters'  allotment  appropriately  or  enforce  the  allotment  and  stop  all 
personnel  expenses. 

In  the  third  quarter  the  City  Auditor  has  notified  the  Mayor  that  five  City  depart 
ments,  and  two  Suffolk  County  departments  have  exceeded  their  quarterly  personnel  allot 
ment  by  an  aggregate  of  $1.9  million.  In  each  case  the  Mayor  has  approved  a waiver. 
Departments  granted  waivers  include  Health  and  Hospitals,  Licensing  Board,  Assessing, 
Public  Information,  Workman's  Compensation  Service,  Penal  Institutions  and  Court  House 
Custodian.  For  the  most  part  these  departments  are  scheduled  to  receive  Mayoral  real- 
locations  or  additional  appropriations  to  ensure  full  funding  of  payrolls  for  the  re- 
mainder of  the  year. 

Mayor's  Budget  Reallocation  Authority 


The  Mayor's  ability  to  reallocate  surplus  funds  will  ease  the  projected  deficits 
of  some  agencies  which  continue  to  operate  at  a level  greater  than  their  appropriations 
The  Tregor  bill,  approved  by  the  City  Council  and  the  Legislature,  authorizes  the 
Mayor  to  reallocate  $3  million  of  nonpersonnel  appropriations,  excluding  school  funds, 
to  other  departmental  accounts,  including  personnel.  All  reallocations  must  be  made  in 
the  period  between  July  1 and  April  15  of  the  fiscal  year. 


As  of  March  16,  $1.7  million  in  surplus  funds  has  been  taken  from  27  budget  ac- 
counts in  18  departments.  Of  that  amount  $1.4  million  has  been  reallocated  to  eight 
departments  with  the  balance  of  $218,920  yet  to  be  transferred.  The  largest  amount 
of  surplus  funds  were  taken  from  the  Suffolk  County's  pension  and  annuities  account 
($415,000),  followed  by  Edlerly  Affairs  ($227,600),  Parks  and  Recreation  ($205,500), 
Inspectional  Services  ($191,000)  and  Public  Works  ($163,000).  The  balance  of  $455,000 
came  from  14  other  departments. 

Tlie  budget  category  generating  the  most  surplus  funds  was  miscellaneous  contractual 
services.  Transfers  out  of  12  separate  departments  from  this  account  produced  $625,000 
or  38%  of  the  total  to  date.  The  County's  pensions  and  annuities  transfer  cited  above 
accounted  for  25%.  Miscellaneous  current  charges  produced  $260,000  or  16%  of  the  total, 
and  auto  equipment  was  tapped  for  $132,600  or  8%. 

Of  the  eight  departments  receiving  $1.4  million  in  reallocations.  Community  Services 
Administration  received  the  largest  share,  $539,000  or  38%  of  total.  Other  departments 
benefiting  from  large  reallocations  are  Complaints  Division,  $190,000  or  13%;  Policy 
Management,  $175,000  or  12%;  Public  Improvement,  $145,180  or  10%  and  Public  Information, 
$129,000  or  9%.  Reallocations  were  primarily  devoted  to  personal  services  and  mis- 
cellaneous contractual  services.  Transfers  to  personal  service  accounts  totaled  $900,180 
or  63%  of  total.  This  amount  would  fund  45  positions  at  an  annual  salary  of  $20,000. 

All  eight  departments  received  funds  for  this  purpose.  Miscellaneous  contractual  services 
accounts  in  four  departments  received  $426,400  or  30%  of  total. 

The  Mayor  has  used  his  reallocation  authority  to  restore  severe  budget  cuts  made 
by  the  Council  in  agencies  directly  under  his  control.  In  fact,  the  Council  made  its 
cuts  in  these  budgets  to  force  the  Mayor  to  transfer  surplus  funds  if  he  wished  to  pro- 
vide those  services  at  his  recommended  level.  The  table  below  shows  the  relationship 
of  the  reallocations  to  the  Council's  action  on  the  Mayor's  budget  recommendations. 
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Complaints  Division 

242,675 

88,665 

190,000 
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Policy  Management 

917,903 

679,903 
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EDIC 

429,960 

234,960 

170,000 
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Public  Improvement 
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As  long  as  the  Council  continues  to  cut  deeply  into  these  Mayoral  agencies  we  should 
expect  the  Mayor  to  make  restoration  through  reallocations.  However,  since  no  specific 
reserve  fund  is  approved  by  the  Council,  it  would  be  more  appropriate  to  restrict  use 
of  this  transfer  power  to  provide  for  extraordinary  or  unforeseen  exepnditures . 

Conclusion 

When  the  Mayor  presented  his  FY1983  City  budget  x)f  $266.5  million,  the  Bureau  in 
September  warned  that  salary  increases  were  not  included  and  that  $10  to  $15  million 
should  be  cut  to  prevent  a deficit  and  prepare  for  a difficult  year  in  FY1984.  Today 
the  budget  is  only  $1.2  million  less  than  the  Mayor's  recommendation,  salary  raises 
are  not  funded  and  a spending  deficit  of  $27  million  is  projected  in  City,  County  and 
Hospital  operations.  During  the  12  months  since  January  1982,  the  number  of  employees 
in  these  operations  has  increased  by  1,400. 


Not  all  of  Boston's  financial  problems  were  resolved  by  the  passage  of  the  Tregor 
bill  or  the  completion  of  revaluation.  In  FY1984  property  taxes  will  have  to  be  cut 
for  a third  consecutive  year  to  reach  the  limit.  Reimbursement  from  Tregor  bonding, 
which  the  City  receives  this  year,  will  not  be  recurring.  Non-discretionary  spending 
will  grow  due  to  expected  increases  for  pension  and  debt  service  costs.  Boston  faces 
difficult  financial  times  in  FY1984  unless  City  and  School  officials  plan  their  bud- 
gets now  to  live  within  the  City's  resources.  Spending  beyond  appropriations  cannot 
be  tolerated. 


Samuel  R.  Tyler 
Executive  Director 
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